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PROPOSED  RULES 


DEPARTMENT  OF  HEALTH, 
EDUCATION.  AND  WELFARE 

Health  Services  and  Mental  Health 
Administration 

[42CFRPart50] 

POLICIES  OF  GENERAL 
APPUCABILITY 

Notice  of  Proposed  Rulemaking 

Notice  is  hereby  given  that  the  Ad¬ 
ministrator,  Health  Services  and  Mental 
Health  Administration,  with  the  ap¬ 
proval  of  the  Secretary  of  Health,  Edu¬ 
cation,  and  Welfare  proposes  to  add  a 
new  part  50  to  title  42,  Code  of  Federal 
Regiilations,  and  to  adopt  within  that 
part  a  new  subpart  A.  This  part  will  im¬ 
plement  new  policies  of  the  Health  Serv¬ 
ices  and  Mental  Health  Administration 
of  general  applicability.  Subpart  A  of 
part  50  will  govern  the  implementation 
of  a  new  funding  policy  for  health  serv¬ 
ices  delivery  projects  supported  with 
funds  administered  by  HSMHA. 

The  proposed  subpart  A  will  establish, 
as  a  condition  of  support  for  specified 
health  services  delivery  projects,  the  re¬ 
quirement  that,  such  he^th  services  de¬ 
livery  projects  must  be  or  become  basic¬ 
ally  self-sustaining  community-based 
operations  with  diminishing  need  for  di¬ 
rect  or  Indirect  HSMHA  support  Such 
action  is  taken  because  demonstration 
projects  are  Inherently  made  for  a 
limited  period  of  time  and  as  a  result  of 
the  conclusion  that  the  cost  and  scarcity 
of  health  services  In  general  require  that 
the  provision  of  health  services  through 
the  present  grant  or  contract  ftmdlng 
mechanisms  be  made  more  efficient, 
effective,  and  equitable.  This  require¬ 
ment  will  be  carried  out  through  more 
intensive  efforts  on  the  part  of  health 
services  delivery  projects  to  (1)  maxi¬ 
mize  the  amoimt  of  project  services  paid 
for  through  third  party  reimbursement 
mechanisms,  (2)  gamer  fully  all  other 
Federal,  State,  local,  and  private  sources 
of  funding  and  (3)  charge  bmeficlarles 
according  to  their  ability  to  pay  for  serv¬ 
ices  provided.  A  list  of  the  programs 
subject  to  this  new  policy  is  foimd  in 
§  51.101(a)  of  the  proposed  rule. 

This  policy  does  not  change  the  pres¬ 
ent  policy  that  in  such  projects  no  per¬ 
son  is  to  be  denied  services  solely  be¬ 
cause  of  his  inability  to  pay  therefor. 
Neither  does  the  proposed  policy  affect 
the  requirements  in  some  programs  that 
priority  is  to  be  given  to  persons  from 
low-income  families,  that  only  such  per¬ 
sons  may  be  served,  or  that  projects  in 
areas  with  concentrations  of  such  fam¬ 
ilies  are  to  receive  priority  in  funding. 

The  draft  document  from  which  the 
pr(KX>sed  rule  was  developed,  “Interim 
Policy  Statement — Health  Services 
Funding  (10/26/72  Draft),”  was  circu¬ 
lated  to  many  Interested  parties  with  an 
<VPortunity  for  their  comment  upon  the 
proposed  policy  statement  prior  to 
December  6,  1972.  Any  comments  re¬ 
ceived  from  such  circulation  will  be  con¬ 
sidered  along  with  the  comments  scffic- 
Ited  in  this  notice  of  proposed  rule  mak¬ 
ing  prior  to  adopting  any  rule. 


Notice  is  also  given  that  interested 
parties  may  address  ccmiments,  data, 
views  and  arguments,  in  writing,  in 
triplicate  to  the  Associate  Deputy  Ad- 
mlnlstratoir  for  Health  Services  Delivery, 
Health  Services  and  M^tal  Administra¬ 
tion,  room  17-25,  Paiidawn  Building, 
5600  Fishers  Lane,  Rockville,  Md.  20852. 
All  comments  received  in  response  to  this 
notice  will  be  available  for  public  inspec¬ 
tion  at  the  address  r^erred  to  above  on 
weekdays  between  the  hours  of  9  a.m. 
and  5  pan.  All  relevant  material  received 
not  later  than  June  20,  1973  will  be  con¬ 
sidered. 

Effective  date. — ^Part  50,  subpart  A,  will 
be  effective  uix>n  republicatlon  in  the 
Federal  Register,  except  that,  as  noted 
in  9  50.101(a)(6)  (Alcoholism)  and  (7) 
(Narcotic  addiction),  such  regulations 
will  be  i4>plicable  only  to  awards  made 
after  July  1, 1973. 

It  is  therefore  proposed  to  amend  42 
CFR  by  adding  a  new  part  50,  subpart  A. 
In  the  manner  set  forth  below. 

Dated  March  29. 1973. 

Frederick  L.  Stone, 
Acting  Administrator,  Health 
Services  and  Mental  Health 
Administration. 

Approved  May  14, 1973. 

Caspar  W.  Weinberger, 

Secretary. 

PART  50— POUCIES  OF  GENERAL 
APPLICABILITY 

Subpart  A — Haalth  Sarvicaa  Fundlitg 

50.101  AppUoabnity. 

60.102  Definitions. 

60.103  General  poUcy. 

60.104  Project  appUcatlon. 

60.106  Project  reqiUrements. 

50.106  Project  evaluation. 

60.107  Income  earned — Continuation  sup¬ 

port. 

Authoritt. — Sees.  215, 304, 310, 814(e) ,  329, 
1001,  1006,  and  1101,  PuUlc  Healtli  Bervloe 
Act,  as  amended;  68  Stat.  690,  81  Stat.  634, 
76  Stat.  692,  80  Stat.  1186,  84  Stat.  188,  84 
Stat.  1506  and  1607,  86  Stot.  187;  42  U,S.C. 
216,  242b.  a42h,  a46(e) .  264b,  300,  800a-4.  and 
800b;  secs.  220,  223,  242,  243,  246,  247,  261, 
252,  and  266,  Community  Mental  Health  Cen¬ 
ters  Act,  as  amended;  79  Stat.  427-29,  82  Stat. 
1008,  1009,  84  Stat.  59.  1239,  and  1861;  42 
us  e.  2687,  2688c,  g,  h,  j-1,  j-2,  k.  L  and 
n-1;  sec.  410,  Drug  Abxise  Office  and  Treat¬ 
ment  Act  of  1972;  86  Stat.  82;  21  CS.O.  1177. 

Subpart  A — Health  Services  Funding 
§  50.101  Applicability. 

(a)  This  subi>art  is  applicable  to 
health  services  delivery  projects  which 
are  eligible  for  suiH>ort  pursuant  to  the 
following  programs  administered  by  the 
Health  Services  and  Mental  Health 
Administration : 

(1)  Migrant  health — section  310  of  the 
PHS  Act  (42  US.C.  242h) ; 

(2)  Health  services  develoixnent 
(family  health  centers,  health  services 
projects) — section  314(e)  of  the  PHS  Act 
(42>nB.C.  246(e) ) ; 

(3)  Family  planning — section  1001  of 
the  PHS  Act  (42  U.S.C.  300); 


(4)  Health  maint^ance  organiza¬ 
tions — sections  304,  314(e),  of  the  PHS 
Act  (42  UB.C.  242b,  246(e)); 

(5)  Community  mental  health  centers 
staffing — section  220  of  the  Community 
Mental  Health  Centers  Act.  as  amended 
(CMHC  Act)  (42  UJS.C.  2687) ; 

(6)  Alcoholism  and  alcohol  abuse 
(with  respect  to  awards  made  after 
July  1, 1973) : 

(i)  Staffing — section  242,  CTMHC  Act 
(42  U.S.C.  2688g) ; 

(ii)  Specialized  facilities  staffing — sec¬ 
tion  243,  C7MHC  Act  (42  U.S.C.  2688h) ; 

(ill)  Special  projects — section  246, 
CMHC  Act  (42  U.S.C.  2688j-l) ; 

,  (iv)  Prevention  and  treatment — sec¬ 
tion  247,  CMHC  Act  (42  UB.C.  2688j-2) ; 

(7)  Narcotic  addiction,  drug  abuse, 
and  drug  dependence  (with  respect  to 
awards  made  after  July  l,  1973) : 

(i)  Staffing— section  251,  CMHC  Act 
(42  U.S.C.  2688k) ; 

(11)  Special  projects — section  252, 
CMHC  Act  (42  UB.C.  26881) ; 

(Ui)  Special  treatment  and  rehabllita- 
tiim  projects — section  256,  (7MHC  Act  (42 
us  e.  2688n-l) ; 

(Iv)  Special  project  grants  and  con¬ 
tracts — section  410,  Drug  Abuse  Office 
and  Treatment  Act  (21  U.S.C.  1177)  (with 
respect  to  treatment  and  rehabilitation) ; 

(8)  Sickle  cell  anemlar-*«ection  1101 

(a)  (1)  of  the  PHS  Act  (42  U.S.C.  300b 
(a)  (D). 

(b)  Notwithstanding  paragraph  (a) 
above,  nothing  in  this  regulation  is  in¬ 
tended  to  impose  any  condltifxis  which 
would  require  charges  for  services  to 
people  unable  to  pay  therefor  or  which 
would  supersede  any  requirement  that 
priorities  be  given  to  persons  from  low- 
income  families  or  to  areas  with  concen¬ 
trations  of  such  persons. 

(c)  These  ret^ations  supersede  any 
inconsistent  regulaticm  applicable  to  a 
program  listed  in  paragraph  (a)  of  this 
section  except  as  otherwise  provided  with 
Bpecifle  reference  to  this  subpart  in  such 
other  regulation. 

§  50.102  Definitions. 

As  used  in  this  subpart: 

(a)  “Secretary”  means  the  Secretary 
of  Health,  Education,  and  Welfare  and 
any  other  officer  or  employee  of  the  De¬ 
partment  of  Health,  Education,  and  Wel¬ 
fare  to  whom  the  authority  involved  has 

HolACTfk.tjwl 

(b)  “HSMHA”  means  the  Health  Serv¬ 
ices  and  Mental  Health  Administration 
and  any  of  its  constituent  agencies. 

(c)  “Program”  means  one  of  the  pro¬ 
grams  listed  in  9  50.101(a). 

(d)  “Project”  means  any  discrete 
health  services  delivery  activity,  whether 
Implemented  through  grant  or  contract, 
wlfich  is  eligible  for  HSMHA  support 
under  any  program. 

§  50.103  General  policy. 

In  the  delivery  of  health  services: 

(a)  It  is  the  policy  of  HSMHA  to  use 
Its  financial  and  technical  resources  to: 

(1)  Assist  in  improving  the  effective¬ 
ness  and  efficiency  of  the  health  care 
delivery  system  in  meeting  the  heedth 
care  needs  ol  all  citizens,  with  special 
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emphasis  up<xi  the  needs  of  the 
underserved. 

(2)  Develop  maximum  compatibility 
between  health  care  services  delivered 
with  HSMHA  support  and  federally  sup¬ 
ported  third  i>arty  pasmient  for  health 
benefits  and  work  for  the  introduction 
of  cost-effective,  new  health  services  and 
practices. 

(3)  Encourage  development  of  alter¬ 
nate  and  ongoing  funding  sources  to 
which  HSMHA  supported  activities  can 
be  constructively  transferred  after  initial 
periods  of  HSMHA  assistance  thereby 
creating  a  more  equitable  and  efficient 
use  of  the  total  fimds  available  for  the 
delivery  of  health  services. 

(b)  It  is  the  policy  of  HSMHA  to  sup¬ 
port  new  demonstration  or  resoiirce  de¬ 
velopment  activities  that  provide  services 
only  in  cases  in  which  it  can  be  demon¬ 
strated  to  the  Secretary’s  satisfaction 
that  resources  other  than  HSMHA  grant 
or  contract  fimds  will  eventually  be  avail¬ 
able  to  support  such  activities  m  an  on¬ 
going  basis. 

§  50.104  Project  application. 

In  addition  to  other  requirements  im¬ 
posed  by  law,  regulation,  or  program 
guidelines,  an  approvable  application  for 
Federal  support  under  a  program  listed 
in  §  50.101(a)  must  contain; 

(a)  A  general  plan  describing  how  the 
applicant  intends  to  comply  with  the  re¬ 
quirements  of  this  subpart  with  particu¬ 
lar  reference  to  plans  to  transfer 
constructively  within  a  specific  time 
period  to  other  funding  sources  and 
eventually  to  becMne  self-sustaining; 

(b)  A  specific  time-phased  financial 
plan  including  at  least; 

(1)  Statements  of  management  and 
program  objectives  and  needs,  and  plan¬ 
ning  assumptions; 

(2)  A  description  of  the  financial  man¬ 
agement  arrangements  to  be  utilized  In 
supplementing  or  supplanting  as  appli¬ 
cable  HSMHA  financial  support  \^th 
other  sources  of  funding; 

(3)  Projections  of  total  income  includ¬ 
ing  HSMHA  and  other  fimding  sources 
accompanied  by  supporting  inventories 
and  analyses  of  funding  potentials  and 
problems; 

(4)  Expenditure,  cost,  and  utilization 
data  and  other  management  information 
which  will  serve  to  explain  or  clarify  the 
plan  and  otherwise  assure  that  self- 
support  is  attainable  within  the  time 
specified. 

(c)  Evidence  that  the  applicant  has 
provided  not  less  than  30  calendar  days  ‘ 


‘See  sec.  247(c)(2),  CMHC  Act,  allowing 
not  more  than  30  days  for  such  review. 


for  review  and  comment  (setting  forth 
dates  of  submission)  by  the  apprc^riate 
areawide  comprehensive  health  planning 
(CHP)  agency  or  agencies  or,  if  there  is 
no  such  agency  in  the  area,  to  such  other 
public  or  nonprofit  private  agency  or 
organization,  if  any,  which  performs  sim¬ 
ilar  functions,  and  to  the  State  compre¬ 
hensive  health  planning  (CHP)  agency. 
The  applicant  shall  forward  comments 
received  to  the  awarding  authority  or 
indicate  that  no  response  was  received 
within  the  time  provided. 

§  50.105  Project  requirements. 

In  addition  to  other  requirements  and 
conditions  Imposed  by  law,  regulation  or 
program  guidelines,  an  approvable  proj¬ 
ect  must  provide  the  following; 

(a)  A  management  structure  and 
methodology  to  carry  out  the  general 
plan  in  S  50.104(a)  and  the  financial 
plan  in  S  50.104(b)  for  supplementing  or 
supplanting  (as  applicable)  HSMHA  sup¬ 
port  with  support  from  other  sources 
within  a  specified  period  of  time. 

(b)  Except  in  cases  of  persons  un¬ 
able  to  pay  therefor,  that  charges  shall 
be  made  for  all  or  certain  listed  services 
rendered,  such  services  to  be  in  accord¬ 
ance  with  lists  approved  by  the  Secre¬ 
tary,  and  such  charges  to  be  in  accord¬ 
ance  with  schedules  approved  by  the 
Secretary  which  schedules  may  be  based 
on  the  provision  of  services  on  a  pre¬ 
paid  capitation  basis;  Provided,  however. 
That  to  the  extent  that  payments  will 
be  made  by  third  party  (including  a 
Government  agency)  which  is  authorized 
or  imder  a  legal  obligation  to  pay  all  or 
a  portion  of  such  charges,  effort  must  be 
made  to  obtain  such  third  party  pay¬ 
ment.* 

(c)  That  where  the  cost  of  care  and 
services  provided  by  the  project  Is  to  be 
reimburse  by  a  third  p^y,  a  written 
agreement  with  such  third  party  is  re¬ 
quired  unless  otherwise  provided  by  the 
Secretary  for  good  cause  shown. 

(d)  Maximum  coordination  of  project 
activities  with,  and  utilization  of,  the 
activities  of  other  available  health  serv¬ 
ices  delivery  projects  and  programs 
(whether  or  not  such  services  are  sup¬ 
ported  with  Federal  funds)  and  State  and 
local  health  agencies  serving  the  same 
population  in  order  to  eliminate  dupli¬ 
cation  of  effort. 


•Policies  relating  to  payments  under  title 
XVm  of  the  Social  Security  Act  (medicare) 
are  set  forth  In  Intermediary  Letter  No.  97-3, 
dated  March  1973.  Policies  under  title  XIX 
of  the  Social  Security  Act  (medicaid)  are  set 
forth  in  State  Letter  No.  1033,  dated  Apr.  23, 
1968,  and  Information  memoranda  to  State 
agencies  of  June  23,  1970,  Jan.  20,  1971, 
Aug.  24,  1971,  and  Apr.  24,  1972. 


§50.106  Project  evaluation. 

In  addition  to  other  criteria  established 
by  applicable  law,  regulation,  or  program 
guidelines,  the  following  will  be  taken 
Into  account  when  evaluating  applica¬ 
tions  for  support  by  HSMHA  of  any 
project; 

(a)  The  merit  of  the  plan  referred  to 
in  §  50.104  (a)  and  (b)  for  assuring  ef¬ 
fective  utilization  of  HSMHA  support 
and  supplementing  or  supplanting  (as 
applicable)  such  support. 

(b)  The  potential  of  the  project  for 
developing  new  and  effective  methods  for 
health  services  delivery  and  financing. 

(c)  The  degree  to  which  the  project 
will  become  self-supporting. 

(d)  The  administrative  and  manage¬ 
ment  capability  of  the  applicant. 

(e)  Prior  performance,  if  any,  with 
respect  to  the  project  requirements  in 
§  50.105. 

(f)  The  extent  to  which  the  patient 
population  of  the  project  is  officially  en¬ 
rolled  as  eligible  to  receive  services  (pref¬ 
erably  financing  services  on  a  prepaid 
capitation  basis). 

Section  50.106(f)  shall  not  apply  to 
projects  cited  in  §§  50.101(a)  (5)  (com¬ 
munity  mental  health  centers),  50.101 
(a)(6)  (alcoholism),  and  50.101(a)(7) 
(narcotic  addiction). 

§  50.107  Income  earned — continuation 
support. 

In  determining  the  amount  of  HSMHA 
support  available  for  continued  support 
of  a  project  there  will  be  taken  into  ac- 
coimt  the  amount  of  all  Income  (both 
Federal  and  non-Federal  shares)  gen¬ 
erated  or  estimated  to  be  generated 
by  the  project  in  the  previous  budget 
period.  Such  Income  may  not  be  used  to 
expand  the  operational  level  of  the  proj¬ 
ect  beyond  that  proposed  in  the  approved 
project  except  to  the  extent  specifically 
provided  in  the  grant  award  document. 
Such  provision  may  allow  the  use  of  such 
income  for  one  or  more  of  the  following 
purposes; 

(a)  To  maintain  or  increase  the  ap¬ 
proved  number  of  persons  served  by  the 
project. 

(b)  To  develop  and  maintain  a  reserve 
fund  to  be  used  in  offsetting  imderesti- 
mates  of  fimding  needs  for  approved 
project  activities. 

(c)  To  improve  management  and  op¬ 
erational  capabilities  related  to  the 
maximization  of  third  party  reimburse¬ 
ment  revenues. 

Section  50.107  shall  not  apply  to  proj¬ 
ects  cited  in  §§  50.101(a)  (5)  (community 
mental  health  centers),  50.101(a)(6) 
(alcoholism),  and  50.101(a)(7)  (nar¬ 
cotic  addiction) . 

[FR  Doc.73-10033  Piled  6-18-73:8:46  amj 
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